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1979 Highlights 

FROM THE FINANCIAL STATEMENTS 1979 
INCU COLON GS ey ciate le lal es sie GiMeulle sol ae ie $ 2,441,000 
CS Wiulaaisin sll gee elcials $ 713,000 
Shareholders’ CQuity . 62 ow cas. $25,993,000 
PER SHARE COMPARISONS 
Earnings (loss) before gain on disposal 

of investments and extraordinary gain ............ $ 1.10 
Net gain on disposal of investments.................. 36 
EXEPAOPOINAEY SAM i ee ey alate Wlejaia ieiaia + 34 
Net earnings forthe year ................ 0c cee eee $ 1.80 
PMCS iy ete ery ie ty Via ial Ge GNC eas Leg. sc, S$) 92% 
SHarenaiders (EGU i Oe $19.09 


1978 


$ 2,372,000 
$ 583,000 


$24,254,000 


$17.89 


ch 


President’s Report to the Shareholders 


The Year in Review 

Following the sale of our interest in 
Alliance Building Corporation Limited in 
late 1978, your Company became highly 
liquid with substantial cash and near 
cash assets. Although the cash assets 
were reinvested in 1979, the Company 
has a very healthy balance sheet with the 
capability of making further significant 
investments. 


Reichhold Limited 

In September 1979, your Company ac- 
quired 20% of the equity (on a fully 
diluted basis) of Reichhold Limited for 
$12 million. The interest was 
subsequently increased to 25% by the 
purchase of further shares at a cost of 
approximately $3 million. TALcorp is now 
the largest shareholder of Reichhold. 


Reichhold is engaged in the manufacture, 
supply and service of a large number of 
products to diverse industries and 
markets in Canada and the United States. 
Its main areas of operation are the 
manufacture and sale of synthetic resins 
and chemicals; the distribution of 
agricultural chemicals; the manufacture 
and sale of printing inks and distribution 
of printing machinery, equipment and 
supplies; and the provision of chemicals 
and services to the oil and gas industry. 


Reichhold had sales in 1979 of $287 
million and earnings of $6,378,000 and 
its long range prospects appear to be 
excellent. 


Barrymore Carpet Inc. 

Barrymore (in which we have a 50% in- 
terest) achieved a sales volume of $25.3 
million and net income of $802,000 in 
1979 compared with $21.7 million and 
$1,085,000 respectively in 1978. The per- 
formance of Barrymore is considered 
very creditable in view of the generally 
poor climate for the carpet industry in 
1979. 


Oil and Gas Investments 

In 1979 we investigated and ultimately 
committed approximately $5 million in 
three separate oil and gas exploration 
ventures. 


In the case of one of the three ventures, 
in Lambton County in South Western On- 
tario, TALcorp is the manager of the pro- 
ject and holds a 25% interest. The Lamb- 
ton County venture included the purchase 
of four gas/oil pools (production from 
which is expected to return the invested 
capital to the participants plus a satisfac- 
tory profit), together with exploration 
rights over 40,000 acres. Initial 
geological reports have now been receiv- 
ed and a number of promising drilling 
targets have been pin-pointed. A drilling 
programme will commence in May or 
June of this year and we anticipate drill- 
ing up to 6 exploration wells during 1980. 


The other two investments have been in 
drilling funds organized by Renaissance 
Resources Ltd. and Camel Oil and Gas 
Inc. TALcorp has also taken an equity in- 
terest in Renaissance. The Renaissance 
funds will be expended mainly in Alberta 
and British Columbia with participation 
in 75 wells projected for 1980. The Camel 
programme is to be centered in the 
Southern United States, and anticipates 
being involved in the drilling of 10 wells 
in 1980. Both programmes are now 


underway and some positive results have 
been achieved, although it is too early to 
quantify the value of these results. 


Stock Market Activities 


We experienced another very successful 
year in our stock market activities. 
Capital appreciation (based on average 
carrying values) on our quoted short-term 
and investment portfolios in 1979 was 
48% compared with an increase in The 
Toronto Stock Exchange Index of 38% 
and the Dow Jones Index of 4.2%. This 

_ follows a very good performance in 1978 
when our portfolios showed a 50% in- 
crease compared with 5% for The Toron- 
to Stock Exchange Index and a decrease 
of 18% in the Dow Jones Index. The 
market value of the quoted portfolios 
amounted to $5,680,000 at December 31, 
1979. 


In 1979 we purchased a 23% interest in 
Tolux S.A. a Luxembourg registered 
closed-end fund. As explained in last 
year’s annual report, the policy of Tolux 
was to invest in ‘‘under-valued”’ listed 
U.S. securities. During the course of the 
year our partners in Tolux decided that 
they would prefer its assets to be in- 
vested in South Africa and we therefore 
sold our interest at a satisfactory profit. 
We have since made a number of direct 
investments in what we consider to be 
‘“‘under-valued”’ U.S. securities. 


Dividends 

In 1979 dividends were increased from 
45¢ to 52'.¢ per share, the eighth suc- 
cessive year of dividend increases. In 
February 1980 your directors again in- 
creased the half-yearly dividend from 
twenty-seven and one-half cents (27%) ¢) 
to thirty cents (30¢) per share. In future, 
dividends will be paid in quarterly in- 
stalments commencing in July 1980. 


1979 Financial Performance 


The table below sets out the key in- 
dicators of the Company’s financial posi- 
tion: 

(in thousands of 


dollars) 1979 1978 
Financial income ... $ 2,674 §$ 1,265 
Equity earnings (loss) 509 (95) 
$ 73)183" <9$7 14770 
Earnings (loss) before 
investment gains 
and extraordinary 
BAM ee ae ees $ 1,489 $ (143) 
Per Share ..... 1.10 ( .10) 
Net earnings for the 
VS su aa See $ 2,441 $2,372 
Per Share ......... 1.80 1.81 
Shareholders’ equity 
at book value .... $25,993 $24,254 
Per Share ..... 19.09 17.89 


Book value per share of $19.09 compares 
with management’s internal valuation of 
approximately $21.00 per share. 


Future Prospects 

Your Company presently has total in- 
vestments of $27.3 million with little in- 
debtedness and we are therefore in an 
excellent position to take advantage of 
new investment opportunities. 


an 


ROBERT SMITH 
Chairman and President 
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Nine Year Financial Review 


{in thousands of dollars) 1979 1978 
{mote 1) (notes 1 
and 4) 
Earnings (loss) before 
investment and 
extraordinary gaims ....... $ 1,489 $ (143) 
Per share: 2. ee eee 1.10 (.10) 
Net gain (loss) on disposal 
of investments (note 3)..... $ 489 $ 2,326 
POP SDOTS bo ese isce cue teree hice 36 1.77 
Extraordinary gain (note 3) $ 462 $ 188 
Per share ee ee 34 14 


Net earnings (loss) for 


Thesyear eee te $ 2,441 $ 2,372 
Per:Share (eee aera 1.80 1.81 
Cash dividends paid ......... $ 713 $ 583 
Per share cue eas 522 45 


Shareholders’ equity 
(note 2) at book value....... 
Per share 


Common shares (adjusted 
for sub-division and 
conversions): 
Weighted average......... 
Outstanding at end of 
Vear (BOE 2) ecieiniee enotie 


$25,993 $24,254 
19.09 17.89 


ecw ee ee oe eo ee wow 


1,358 1,311 


1,361 1,355 


Price range on TSE: 


120-4 MESHES a En ARENA AUD ES be $ 13.25 $ 11.25 
POW eure alelecereato lee) alta e aurea $ 9.63 $ 8.00 
NOTES: 


1. Per share figures for 1975, 1976 and 1977 reflect the 
deduction of 1,860,000 shares of the Company held by its 


subsidiary, Toronto and London Investment Company Ltd. 


These shares were cancelled when this subsidiary was 
amalgamated with the Company in 1978. 

2. 1976 based on equity subsequent to purchase and 
cancellation of 604,745 shares in January 1977. 


1976 
(note 1) 


1977 
(note 1) 


794 
42 


$ (1,934) $ 
(1.49) 


$ (378) $ 3,718 
(.29) 1.98 


$ (2,312) $ 4,512 


(1.78) 2.40 
$ 551 $ 754 
49 a6 
$21,869 $24,729 
16.88 19.09 
1,295 1,876 
1,296 1,295 
$ 12.63 $ 11.75 
$ 8.00 $ 7.00 


3. Extraordinary gains of a subsidiary company for 1974, 1975, 


1976 and 1977 have been transferred to gain (loss) on 
disposal to conform to the 1978 method of presentation. 


4. Certain items have been reclassified to conform to the 1979 


presentation. 


1975 1974 
(note 1) 
$ 1,561 $ 2,943 
.67 79 
$ 6,348 $ 1,205 
Zine {32 
$ 7,908 $ 4,150 
3.39 1.11 
$ 933 $ 932 
.35 .25 
$28,083 $33,541 
15.03 9.00 
2,333 3,728 
1,868 3,728 


$9.75 $8.25 
$ 4.30 $ 3.40 


1973 1972 


$ 2,412 $ 1,354 
.65 41 


$ 1,111 $ 3,730 


.30 1.12 
$ 3,523 5,084 
.95 1.53 
$ 559$ 186 
15 .05 


$30,561 $26,583 


8.20 713 
3,728 3,332 
3,728 3,728 


$ 19.50 $ 18.75 
$ 7.00$ 6.13 


$ 


$ 


$ 


$ 


$ 
$ 


1971 


107 
i MG 


26 
.03 


133 
14 


4,612 
2.72 


941 


1,693 


7.00 
1.45 


ra 
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Auditors’ Report 


To the Shareholders of 
TALcorp Associates Limited: 


We have examined the consolidated 
balance sheet of TALcorp Associates 
Limited as at December 31, 1979 and the 
consolidated statements of earnings, 
retained earnings, contributed surplus 
and changes in investments for the year 
then ended. For TALcorp Associates 
Limited, its consolidated subsidiaries, and 
for those other companies of which we 
are the auditors and which are accoun- 
ted for by the equity method in these 
consolidated financial statements, our 
examination was made in accordance 
with generally accepted auditing stan- 
dards, and accordingly included such 


tests and other procedures as we con- 
sidered necessary in the circumstances. 
For other companies accounted for by the 
equity method we have relied on the 
reports of the auditors who have 
examined their financial statements. 


In our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
December 31, 1979 and the results of its 
operations and the changes in its in- 
vestments for the year then ended in 
accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding 
year. 


Toronto, Canada CLARKSON GORDON 
March 3, 1980 Chartered Accountants 
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Consolidated Balance Sheet 


DECEMBER 31, 1979 
(with comparative figures at December 31, 1978) 
1979 1978 
ASSETS 
Investments (note 2): 
Associated companies — 
Quoted shares, at equity: ):2civ ieee i ee $14,671,355 
Unquoted shares, at equity 5:2 ieee e aie oe sl te ee are 1,785,978 $ 1,485,978 
Notes receivable, at cost.) os Se cee ieee eee 115,659 115,659 
16,572,992 1,601,637 
Participation in oil and gas exploration and 
development joint ventures, at equity............ cee eee eee ee eee 1,225,000 
Portfolio — 
Quoted securities, at the lower of cost and market .................. 1,188,152 2,474,012 
Unquoted securities, at the lower of cost and 
estimated realizable values o.0 7 .incs coli ss slatia asco sleek setae ie aman tere 5,623,964 5,669,264 
6,812,116 8,143,276 
Real estate (note 5) — 
Revenue producing property. s5.ca. see ee eae eee 2,495,245 2,507,629 
Property held for future development...............20eceeceeceees 154,327 201,697 
2,649,572 2,709,326 
Totalinvestments ................ Sig gta OUR a latins Wad Sapa Coma gh anon eae cea 27,259,680 12,454,239 
Short-term investments, at the lower of cost and market (note 2(d)) .... 2,187,580 2,018,225 
Cash and short-term deposits .......... 0c ccc ccc e cece es eeeeeeeeees 8,196,060 
Notes, mortgages and accounts receivable (note 6)................... 2,592,658 3,912,545 
O11.) a nme nts. ante Onan AM aL ok ph A 181,501 182,032 


$32,221,419 $26,763,101 


(See accompanying notes to consolidated financial statements) 


1979 


LIABILITIES 
PrasiR CPE UE ONCSS a ee ee tee lee Mh AMUN eee Mee ee we Gye Wig bles $ 2,903,753 
Accounts payable and accrued charges................ 0c: eeeeeees 1,504,566 
EDCOME TASES DAVADIC eee hak wee ontl ce hb aisle ge wile oe timate wlalele dace eles 18,006 
Bonds and mortgages payable (note 7)............. 0.0 cece eee ee eens 1,802,550 
Total Liabilities 6,228,875 
SHAREHOLDERS’ EQUITY 
PEG HC APICAL LHOLE <3) rk 00) ore hale. 6a) des atas & ws seta nleseonie Sue GG alee oe es 17,583,168 
BGP ate LCE MEDS eC ke ray ei ul eh ate Agios lel Ses Siecle he loln aichne 8,409,376 
25,992,544 
$32,221,419 
On behalf of the Board: 


ROBERT SMITH, Director 
GEORGE H. MONTAGUE, Director 


1978 


$ 549,524 
61,298 


1,898,604 
2,909,426 


17,571,602 


6,682,073 
24,253,675 


$26,763,101 


ch 


Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1979 
(with comparative figures for 1978) 


Financial income including interest, fees, net rental revenues, gain on 
sale of short-term investments and dividends (note 2(e)) ............ 


Equity in net earnings (loss), before extraordinary gain, of associated 
and unconsolidated subsidiary companies involved in: 


Industrial activities er cea nr Naar a a ene nee 
Real estate activities 3) ie ea ee ice Hae Gn SUI ne ei a 


Expenses (1OLe B)i5 6 Soe erase ame: vilec elie auigullr eh NUCSIOE unyt gona Geel eae nC ate 
Earnings (loss) before net gain on disposal of investments and 
extraordinary Sain sie eee a cane ce ee eu errata 


Net gain on disposal of investments 
(nate 2(E))e se EE TEST One een I ae 


Extraordinary gain representing income tax reduction 
realized on the application of prior years’ losses.................0. 


Net earnings for the! year ig Mes Ri sl lbacael aie Curl Gaeea ana 


Earnings per share 


Earnings (loss) before net gain on disposal of investments 

and ‘extraordinary (ain i ee er A ut oe ee ate 
Net gain on disposal of investments) iiiiee i ee as ena, 
Extraordinary ain wie ee RE Uy Geen es cep aaa aS 


Totalfor the year i wes de eee ue Ly Getotis Labi ailty UAW getptie NaH CH RMR Ran Ate GCG ata Ene 


(See accompanying notes to consolidated financial statements) 
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1979 


$2,673,871 


509,000 


309,000 


3,182,871 
1,693,761 


1,489,110 
489,402 


462,000 
$2,440,512 


$1.10 
36 
34 


$ 1.80 


1978 


$1,265,211 


292,000 
(387,000) 


(95,000) 


1,170,214 
1,312,898 


(142,687) 
2,326,363 


188,000 
$2,371,676 


$(.10) 

177 

14 

$ 1.81 
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Consolidated Statements of Retained Earnings and Contributed Surplus 


YEAR ENDED DECEMBER 31, 1979 
(with comparative figures for 1978) 


STATEMENT OF RETAINED EARNINGS 


Balance atloeoinnine OL VERE ae ee eee ee es 
Amount cancelled upon amalgamation with subsidiary company ........ 
Amount transferred to share capital.............. 0... 00.000 cee eee 


STATEMENT OF CONTRIBUTED SURPLUS 

Balance at Necinning’ OF VEAT. ese ie e cieleie eladelelgais Gee elena la Wie ood wie alae 
Amount cancelled upon amalgamation with subsidiary company ........ 
Amount transferred to share capital................... 0... ee eee 


BaIAREE 2 E00. 0r eee eee ee a ee ie i ae wiles ge cs 


(See accompanying notes to consolidated financial statements) 
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1979 


$6,682,073 


6,682,073 
2,440,512 


9,122,585 


(713,209) 
$8,409,376 


1978 


$17,721,602 
(2,498,547) 
(10,329,395) 


4,893,660 


2,371,676 


7,265,336 


(583,263) 


$ 6,682,073 


$ 4,434,735 
(2,565,494) 


(1,869,241) 
2 Nl maa 


cu 


Consolidated Statement of Changes in Investments 


YEAR ENDED DECEMBER 31, 1979 
(with comparative figures for 1978) 


1979 1978 


Source of investment funds 
Earnings (loss) from operations... .).) ns heen eas nea ey peer neen ae $ 1,489,110 $ (142,687) 
Equity in net earnings (loss), before extraordinary gain, of 
associated and unconsolidated subsidiary companies 


net of capital gains tax. 32 sei an eee eee 402,000 (71,000) 
1,087,110 (71,687) 
Decrease in cash and short-term deposits ...............ee cece eeee 8,196,060 
Proceeds on disposal of investments oi5.5) ce is a ee ee 4,009,319 10,332,676 
Increase in bank indebtedness: s25 sss sie oe et ns oe ee tee 2,903,753 
Decrease in notes, mortgages and accounts receivable............... 1,319,887 
Increase in accounts payable and accrued charges ................- 955,042 
Dividends from associated company................e eee e eee ee eee 122,220 
Increase in income taxes payable... 220). ok vn ee les ote ne see 35,337 
Issuance of share capital.e o.)20 5. Soe ae Bae, eee 11,566 596,300 
Miscellaneous «0.55 65 seis sts'0 g BWhevetecen 4 Ate ola ieee tenet oe tle ae 531 314,732 
Increase in mortgages payable+; 3.3). a. oy Vr ett a ee ee ee 1,446,604 
_18,640,825 = _ 12,618,625 
Deduct: 
Dividends paid s<s 6. \5/i.-3pcx aie we ae ae ee eee 713,209 583,263 
Increase in short-term investments;..¢as.m-. a ae weet eee oe ee 169,355 178,915 
Decrease in bonds and mortgages payable.................eeeeeeee 96,054 
Increase in cash and short-term depositS................000ee0s00% 6,335,672 
Decrease in income taxes payable .. 3). .ijvue ees ces biel) ute eee 1,339,552 
Increase in notes, mortgages and accounts receivable ............... 755,263 
Decrease in accounts payable..... Pee re iy Bae en's cial 128,738 
___978,618 = =—_—9,321,403 
Funds used for investments . . 065.005 5 cise cs pen bt 0 oe wate dite d one WU 17,662,207 3,297,222 
Investments at beginning of year; ¢s 2-12) ees oe ee ee 12,454,239 16,338,848 
Add (deduct): 
Equity in net earnings of associated and unconsolidated subsidiary 
companies less dividends received ...4.4.4.. 0 oe eee 406,780 117,000 
Carrying amount of investments disposed of ............0.eeeeeueee (3,263,546) (7,666,036) 
Recovery of provision for decline in market value of 
investment portfolio.d. ice ere Sa ete 367,205 
Investments at end of year 2)... 4 sie as ethes ee ete ae tee $27,259,680 $12,454,239 


(See accompanying notes to consolidated financial statements) 
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Notes to Consolidated Financial Statements 


DECEMBER 31, 1979 


1. BUSINESS OF THE COMPANY AND ACCOUNTING 
POLICIES 


TALcorp Associates Limited is an investment and holding 
company and its directors have determined at a meeting of 
directors, and recorded in the minutes of such meeting that the 
foregoing is the only class of business conducted by it. Its 
wholly-owned financial subsidiaries conduct a financial and 
management service business and a short-term investment 
operation. For financial statement purposes, this group of 
companies is herein called the ‘‘Company’’. The Company 
holds or has held interests in a number of long and short-term 
investments which are described as follows: 


Associated companies — companies 50% or less owned which 
are operated autonomously and in which the Company has 
significant influence. 


Joint ventures — arrangements whereby the Company par- 
ticipates with others in a specific business undertaking and 
contributes resources to its operations. 


Unconsolidated subsidiaries — companies more than 50% 
owned but which are operated autonomously and whose 
business operations are not primarily of a financial nature. 
There were no such companies in 1979, 


Portfolio investments — investments in quoted and unquoted 
equity and debt securities of companies in which the Company 
exerts no significant influence. 


Short-term investments — quoted and unquoted securities 
purchased with the intention of holding them for the short 
term. 


BASIS OF PRESENTATION of the financial statements of the 
Company and the above investments is summarized as follows. 
The accounts of TALcorp Associates Limited are consolidated 
with its financial subsidiaries only. Investments in associated 
companies and unconsolidated subsidiaries are accounted for 
by the equity method whereby the investments are initially 
recorded at cost and carrying amounts are adjusted to 
recognize the Company’s share of earnings or losses and 
capital transactions since acquisition and reduced by 
dividends received. Capital gains taxes are accrued on ad- 
justments to these investments; the carrying amounts of such 
investments are reduced by the capital gains tax accruals; the 
provisions with respect to equity earnings or losses are in- 
cluded with income tax expense while capital transactions are 
reflected net of such provisions. Investments in joint ventures 
are accounted for by the equity method, whereby the in- 
vestments are initially recorded at cost and carrying amounts 
are adjusted to recognize the Company’s share of earnings and 
losses and capital transactions since acquisition and reduced 
by joint venture earnings received. Provision is made for taxes 
on the unremitted joint venture earnings. 
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Quoted portfolio investments and short-term investments are 
carried at the lower of average cost and market as determined 
by comparing the aggregate cost of each category with its 
respective aggregate market value. Market values are based 
on the last reported sale or closing bid price on security ex- 
changes or over-the-counter markets. 


The aggregate market value of quoted investments by category 
is detailed in the notes to the financial statements. Unquoted 
portfolio investments are carried at the lower of cost and 
estimated realizable value. 


REAL ESTATE INVESTMENTS are carried at cost less ac- 
cumulated depreciation. Expenditures for renewals and bet- 
terments are capitalized at cost. Profits or losses on sales of 
real estate are included in the statement of earnings. Main- 
tenance and repairs are charged to expense as incurred. 


ACQUISITIONS OF INVESTMENTS are recorded on the 
purchase basis of accounting. The difference, if any, between 
the purchase price of an acquisition and the acquired interest 
in net tangible assets at estimated fair value is amortized to 
earnings over a reasonable period of time. 


EARNINGS PER SHARE are computed on the basis of the 
weighted average number of shares outstanding in each year. 


2. INVESTMENTS 

(a) Acquisitions: 

During 1979 the Company completed the acquisition of a 
24.6% interest on a fully diluted basis in Reichhold Limited for 
$14,564,575 cash. 


Reichhold Limited is a public company listed on the Toronto 
and Montreal Stock Exchanges. The company is engaged in the 
manufacture and sale of synthetic resins, chemicals and 
printing inks and it distributes machinery, equipment and 
supplies to the printing and graphic arts industry. 

The acquisition has been treated on the purchase basis of 
accounting and the acquisition equation which includes all 
dilutive items in existence at the date of acquisition is as 
follows: 


Net assets at estimated fair values 


(approximates book value).............+..: $48,159,000 
Percentage interest acquired .............-55. 24.6% 
Company’s interest in net assets acquired 

AeStiMateMelaleny a MIESc wun, aisealeiey oie lore) 4 eens 11,847,000 
Goodwill, representing excess of interest in 

net assets over purchase consideration 

DLAI SS UTIL Tee ierte he ei acatebet mio eh at eyeiies ov sahil ails 2717, 5715 
Purchase consideration paid in cash........... $14,564,575 


The goodwill is being amortized to earnings by the straight-line 
method over 20 years. 


2. INVESTMENTS (cont.} 
(b) Analysis of investment in shares of associated companies: 


1979 1978. 
Approximate Carrying Approximate Carrying 
Equity Amount Equity Amount 
Interest At Equity Interest At Equity 
% % 
Quoted shares: 
Reichhold Limiteds = ee rosa ts mnteainyan cnet abate aeneno neers 24.6 $14,671,355 
Unquoted shares: 
Barrymore Garpet Ines iting. eos oie eieueu a atl eco Ruane 50 $ 1,785,978 50 $1,485,978 


(c) Participation in oil and gas exploration and development joint ventures. 


The Company is participating in two joint ventures in Canada and one joint venture in the United States. Under the terms of the 
various agreements the Company has advanced $1,225,000 as its share of the participation in the exploration and development of oil 
and gas properties. The Company has committed itself to make further advances as follows: 


LOBO yess ites ees ialeecta ato tevaeteuetiental te oiahlesesne outer aysiu aut ia tec fal era see oeroURe Lei aL ueRR a teee $2,195,000 
DOB ee eeislidbatatiencs Uataatiattatetietn eltlattbeletronaumansteatie to nau ally anarchy aa umtie Exetel ted Matha Ha MPR IS ane 870,000 


Because the above programmes are still in the early stages, no income was generated during 1979. 


(d) Market values of quoted investments: 


December 31, 1979 December 31, 1978 
Carrying Market Carrying Market 
Amount Value Amount Value 
Associated companies, 
quoted: sharesiysnaigia.)s cinch nuaye Niruiiaut: ie ena aRaye eve aa $14,671,355 $14,423,000 
Quoted portfolio 
SOCUTITIES BU eA ne Se ae eR GTO PIU RT Ua ne Haran Re 1,188,152 2,591,000 $2,474,012 $2,880,000 
Short-term investments jeu se ciiel senate aii alia ys aoe Re 2,187,580 3,089,000 2,018,225 2,321,300 


The market values of the Company’s investments do not necessarily represent the value of the entire blocks of investment holdings 
which may be more or less than the value indicated by market quotations. 


(e) Analysis of earnings: 


Total of 
Financial 
Income & Disposal 
Financial Equity Equity of 
Income Earnings Earnings Investments 

Interest (ee Bees etait Alea tii dra ace Drea al aie) a ees RE Le $1,429,361 $1,429,361 
Not rental (loss) oie re ST rca ait ae ip ane (27,036) (27,036) 
Portfolioinvestments: Wale ane ee ae eee rae ie ee ae 338,151 338,151 $430,909 
Associated Companies siyae alsin cisiena ated iteitala a ai w ene ua Met eats $509,000 509,000 
Other SOUrCES Tt essere ee ea a ee NU RAP aE ea RAT ero ao 933,395 933,395 58,493 
Toten cet REN eet LOUIE tal cli Cala AE $2,673,871 $509,000 $3,182,871 $489,402 
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2. INVESTMENTS (cont.) 
(f) Analysis of net gain on disposal of investments: 


POC RCUR OR CS DO ee Ti a er at al aaal tia ata lala ipa uae At Patt atime aaraUlORBRBOIR alc tatleCa i actcte Ge gueludel 4 


Deduct: 
Carrying amount of investments disposed of 


Taxes on excess of proceeds over carrying amount........... 0.000 ee ees 


Recovery of provision for decline in market value of investment 


portfolio (including income tax expense of $202,000)..... 2.2... 20... 0c ee eens 


Net gain on disposal of investments 


3. SHARE CAPITAL 

(a) Class A, Class B and Class C shares are interconvertible 
on a one for one basis. A summary of the Company’s issued 
share capital is as follows: 


1979 1978 


1,361,305 (1978: 1,355,404) 
Class A convertible 
common shares and 
Class B convertible 
common shares 


There are no Class C shares outstanding. 


(b) The Company has reserved 61,166 Class A shares for its 
Key Employee Stock Option Plan. Options granted under the 
Plan may be exercised on a cumulative basis at 20% per 
annum, commencing one year subsequent to the date of grant, 
and expire six years subsequent to such date. During the year 
options to acquire 5,901 of the above shares were exercised 
for a cash consideration of $11,566 and 4,400 options were 
cancelled. Certain options were exercised pursuant to the 
market growth alternative of the Plan, whereby the employees’ 
entitlement to 13,300 common shares for a cash consideration 
of $112,800 was released in exchange for the issuance of 
4,621 shares at an aggregate cash consideration of $46. 


Options outstanding at December 31, 1979 are as follows: 


Outstanding 
Year Granted Option Price December 31, 1979 
1975 $ 8.00 3,980 
1977 9.25 2,000 
1979 11.50 7,500 
13,480 


Of the outstanding options, 9,980 are held by directors and 
officers. 


$17,583,168 $17,571,602 


nn Se OS TS 


i ) 
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1979 1978 
$4,009,319 $10,332,676 
3,263,546 7,666,036 
256,371 505,482 
ae (165,205) 
3,519,917 8,006,313 
$ 2,326,363 


$ 489,402 


4. INDEBTEDNESS TO THE COMPANY 


Pursuant to the Company’s Senior Executive Share Purchase 
Plan senior executives of the Company are permitted to 
purchase from the Company up to 60,000 shares in the capital 
of the Company at prices to be not less than 90% of the fair 
market value. If the executive should cease to be an employee 
and in certain other circumstances, the Company has the right, 
for stipulated periods, to reacquire such shares, or part of 
them at a price equal to the original sale price. Under the 
terms of the plan 58,750 shares have been issued. The 
Company has made interest free loans aggregating $587,500 
repayable in varying annual instalments commencing in 1981 
with the full balance of such loans being repayable in 1988. 


5. REAL ESTATE 


Revenue Producing Property : 
|e {bails Nuch ursereieeNarai arin, areas ria ach yet estes alnts ok AS Sa Osa bl ie ge 
Property held for'developmenti i). ant Nea. eae aera eel 


Accumulated 1978 

Cost Depreciation Net Net 
$2,518,484 $23,239 $2,495,245 $2,507,629 
154,327 154,327 201,697 
$2,672,811 $23,239 $2,649,572 $2,709,326 


Depreciation on the building is recorded on a 5% fifty-year sinking fund basis, whereby an increasing amount consisting of a fixed 
annual sum together with interest compounded at a rate of 5% per annum is charged to earnings to depreciate the building over its 


estimated life. 


6. NOTES, MORTGAGES AND ACCOUNTS RECEIVABLE 


Notes, mortgages and accounts receivable include the 
following: 


1979 1978 
Loans to directors (note 4).......... $ 587,500 $ 587,500 
Mortgages: principal due within 
ONE! VEaT: Ae ea raencrens 146,772 450,678 
principal due thereafter .. 1,001,787 1,013,558 
Other accounts ee Mae anuareal st 856,599 TU23Z 7 
Demand notes) vn iianony RAV woe na 1,148,482 


$2,592,658 


7. BONDS AND MORTGAGES PAYABLE 
Details of bonds and mortgages payable are as follows: 
1979 1978 
6‘2 % First mortgage sinking 
fundbondsidie/ 198 5)iy ie icrcmlseataiels 
7» % -8 2 % First mortgage loan, 
payable $12,437 monthly 


including principal and 
interest, due 1997 


$ 339,000 $ 395,500 


1,463,550 1,503,104 
$1,802,550 $1,898,604 


Principal payments on the 6, % first mortgage sinking fund 
bonds are $56,500 annually until maturity. 


$3,912,545 
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8. INTEREST, DEPRECIATION, AMORTIZATION AND 
INCOME TAXES 


Expenses include the following: 


1979 1978 

Interest ei Oy than Set rea ea iaereaer nse $227,000 $ 24,000 
Depreciation and amortization 

of leasehold improvements........ 20,000 25,000 
Amortization of goodwill............ 44,000 
Income tax expense (recovery): 

On operating earnings ........... 461,000 269,000 

On equity adjustments ........... 107,000 (24,000) 


9. REMUNERATION OF DIRECTORS AND OFFICERS 
Aggregate remuneration paid to directors and officers of the 
Company as defined in The Securities Act (Ontario) was as 
follows: 


1979 1978 
Remuneration of directors and 
SENIOT OLHCELS |e deal nnntieae ecient $315,248 $295,125 
Remuneration of a director by 
an unconsolidated subsidiary 
ofithe Company tui eine orien 1,875 


10. The comparative figures for 1978 have been restated to 
conform with the 1979 presentation, with no effect on reported 
net earnings. 


——- 
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INTERIM REPORT rox tHe si 


CONSOLIDATED 
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OF 
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RETAINED 
EARNINGS 
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STATEMENT 

OF 

CHANGES 

IN 
INVESTMENTS 


MITED 


NTHS ENDED JUNE 30, 1979 (UNAUDITED) 


Financial income including fees, trading gains, dividends and rental revenue.............. 000 -c cece neces 
Add (deduct) equity in net earnings (loss) of associated and unconsolidated subsidiary companies ........... 


Expenses including rental operating expenses of $253,729 (1978 - $307,576) 


and income taxes of $375,000 (1978 - recovery of $73,000) ........... bie eee eee eee eee ete eee 
Earnings (loss) before net gain on disposal of investments ...... 2.6.66... e epee cee eee ete e eee ee 
Net gain on disposal of investments (after $153,000 income taxes; 1978 - $77,000)................... 00s 
Net’earnings fon the Periods sth ciserts aise sit sietebseeincter eke is shensrettia lett cis) slole s/o a oletes | MMMM PRR IE ere tte Ri achia Hold eed BAP, 
Retained earnings at beginning of period! (MOte 2))) icc sisi ee cue etl ee cee el dpa pelbibice biesiee Seles eshie beens 
Dividends soo cii eis birteink incre cra te cece at suctedeve wtBaoy eared kata iets oy ey ates ois s >.» of RRM Re ee Cieh oe Gi yi ko achat ts 
Retained earnings: at end Of/Penloders. cei pesca baer rie ale aera sh) sie aly lst eiw's, «os A ABER ARSE SE Ue eh Ls Ay hala fiefs sepa ors 


Earnings (loss) per share: 
Before/neti gain on disposaliof INVEStMeENtSic.(-sieccpesersss clocad Pit sat). (os + | Maen citer lsat isk hfe dalste teres 
Net gainion) disposal ofsinvestime mts: Sys eyscrkt arta crepes ta) eiehditiet | oie’. pals s s'o od ARMOR en LS PLA EOL Ns hott Ud tet 


Total Cor the Per tO layachve ni 45 feats Cele ede AREER oe eyed aya) bined hey 2 o/c. ts. a's | eee eae ord SAUaveilisid Opa 


Weighted average number of common shares outstanding during the period ............ 0c. cece eee eee 


Source of investment funds: 
Earnings (loss) fromm Operations. matt iocctra sari lari oai de teenies) fe- ol.) tr os | ROE es teaver Rly laae Wash asta 
Equity in net earnings (loss) of associated and unconsolidated 
subsidiary companies: net) of Capital gains) taxci ele S fat ice 5s cc on co +s RRB BE Peete ab dee ie lak eo ohccoicloset be- 


Proceedsi onidisposalof Investments cris. bitos chasincclra cto gt ss olds bisa: s+ JMRRRMABISE RE MEBaS ES EE Lely seed eles | 
Decreaselin/cashiand Short-term GEposits this. csc sitar eras are cisbe = for ols byn!> 6.) 4 MEPL Re Pee sca ete aah 1A) 8 i 
increase injincome’taxes payables 2 vecigs succes teek idee saa tele s\ioslaac.+ > ¢ BERR Ceres Reena piteicevs ly Bice 
Increase lini Share capitals: Wo cuyacts sata tiie here tele it's temvatersurs che: pip locos ol oo... o) MERE SERUM EE Rea a FE gi) Fe hab! 
Increaseiimimorigages payable) crass cic tcetieer teks aceleticd cies «+ aclenes (Senna seta eset be Clee kay 
Decrease) im itrading SCCUNITICS t6 uc 4ar sigs nt ftnica's bl bcdne ate o ie bere ress bic) 4; +/0 +} of Aa ePR Le er LAr bob ad 
Increase, in.accounts' payable and accrued) changes) ec. ol). ge oc LER ERI bLOm EDR Ia eins Bidens) oe bine 


Deduct: 
Increase in notes, mortgages, and!accounts receivable \. 2. oi... coe ee oles +e bitte ware alae wep pele sale o 
increase:in trading Securities sth ios se syosiraet gine aicects cielo oelebs lara less + «| ae eRO RPE aE pA i adceen se aah ad kk 3 rs & 
DividendsiPalG] keh rac seta seas epeOLtE ET AC EUS te baens Aintree gsha sees abet ooh! ate.c.c.6's «| AIA Pah Mawel NLD aah Ue oy 
Miscellaneous: (met) iaeciwiias scree ee tket ohana s bptauetabia fesarp'sts-suel% bs «| | BRA PE IC ESE oc AP tL bs Sa) Se 
increase) inicash: and! Short-term GepositsS yi acne ciny pa asoles © este eine + ++) HEMMER ESL R LAER hy lade his tite 
Decrease'in' incometaxes payablel ii lari bicdevtacbl te irastiis coisas ye aos +o SMO RiGee ec Nhl Shee Rt 


Funds ised! foriinVestime@ntsSi.s)cc)c2 cccs ia rc eheela baie ete R prac erclslo ale cues ee eis «OPP Lihe SpE ey akon oe | Te 


investments at beginning of [periods tice lait oer Serco lbs enolase aeleld tapes oie oi + MBP Cae Leck bis sv adild Oh. 
Add (deduct): 
Equity in net earnings (loss) of associated and unconsolidated subsidiary companies less dividends received 


Carrying. amount ofinvestments disposed! Of) 0 6)40 cles -leviee st slept 2+ +> + Mees patente tthe as oslh eb lsh 
Decrease in provision for decline in market value of investment portfolio ....................00. 0c eee 


investnients at endiof Penod) soe a foe pele desi sicsts mele eae dba e ise bree alee oss’ ME RRD EE DETER ales RR Lry picid alae 


Notes: 1. The comparative figures for 1978 have been restated to conform with the 
1979 presentation, with no effect on reported net earnings. 


2. In December 1978, $10,329,395 was transferred out of retained 
earnings to share capital and $2,498,547 of retained earnings was 
cancelled upon amalgamation with a subsidiary company. 


1979 


$ 1,575,053 


203,500 


1,778,553 
1,152,416 


626,137 


339/391 


965,528 
6,682,073 


(338,850) 


$ 7,308,751 


$ 71 


$ 626,137 


152,650 


473,487 


2,297 1 2 
731,951 
296,901 

7,920 


3,808,011 


1,603,574 
408,588 
338,850 

32,165 


2,383,177 
1,424,834 
12,454,239 


152,650 
(1,805,361) 


$12,226,362 


1978 
(note 1) 


$ 740,950 


(51,000) 


689,950 
760,038 
(70,088) 
298,807 
228,719 
17,721,602 
(291,515) 


$17,658,806 


$ (.05) 
23 


$ 18 


1,295,621 


$ (70,088) 


(37,600) 
(32,488) 


2,383,557 


6,300 
1,539,851 
702,352 
30,218 


4,629,790 


555,661 
291,505) 
194,727 


773,282 
195,232 


2,010,417 
2,619,373 
16,338,848 
(37,600) 
(2,016,268) 
24,000 


$16,928,353 


PRESIDENTS REPORT 


TO THE SHAREHOLDERS 
Interim Results 


Consolidated net earnings for the six months ended June 
30, 1979 were $965,528 (71¢ per share) compared with 
$228,719 (18¢ per share) for the same period in 1978. 


Net gain on disposal of investments was $339,391 (25¢ 
per share) in the six months under review, compared with 
$298,807 (23¢ per share) in 1978. 


Asset Value 


Shareholders’ equity at book value was $18.35 per share 
at June 30, 1979, compared with $17.89 at December 31, 
1978. The increase in shareholders’ equity per share 
during this period is the net result of the above noted 
earnings for the six months ended June 30, 1979, less the 
payment of the Company’s semi-annual dividend of 25¢ 
per share in April 1979. 


In the view of your management, the underlying value per 
share of the Company is slightly in excess of book value. 


Barrymore Carpet Inc. (50% owned) 


Sales of Barrymore were $11,500,000 in the first six 
months of 1979 ($9,500,000 in 1978) and earnings for the 
same period were $406,000 ($308,000 in 1978). 


Recent Events 


As recently announced, your Company has agreed to 
purchase 800,000 common shares of Reichhold Limited 
(representing approximately 20% of the equity of 
Reichhold ona fully diluted basis) at $15.00 per share, for 
a total of $12 million. 


Reichhold is a leading manufacturer of synthetic resins, 
agricultural chemicals and chemicals for the oil and gas 
industry in Canada. It is also a major manufacturer of 
printing inks and distributor of printing machinery and 
printing supplies. Through its wholly owned U.S. 
subsidiary, Woolfolk Chemical Works, Inc., it isengaged 
in the formulation and distribution of agricultural 
chemicals throughout the south-eastern United States. 


We are very pleased with this purchase which represents a 
major investment by your Company. Reichhold’s 
historical earnings performance has been above average 
and it has significant growth potential. For the latest 12 


months to June 30, 1979 it had sales of $252,974,000 and 
earnings of $6,214,000 or $1.94 per common share ona 
fully diluted basis. Your Company will be appointing two 
nominees to the Board of Reichhold. 


Outlook 


After completion of the Reichhold transaction your 
Company will still be in a very strong financial position 
and your management is actively seeking one or two 
additional major long term investments. To provide a 
measure of diversification we hope that at least one of the 
new investments will be in the United States. 


On behalf of the Board of Directors, 


Wie 


Robert Smith 


August 27, 1979 Chairman and President 


